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—-—u. This was held to be exact if the demand and
rj +y + l
supply curves are straight lines, whether the tax is imposed
at so much cloth on each unit of linen sold (i.e. a specific tax)
or at so much per cent of the aggregate cloth value of the
linen sold (i.e. an ad valorem tax). For taxes sufficiently small
to make it probable that, over the relevant range, the curves
of demand and supply, as conceived in Marshall's ordinary
domestic trade analysis, do not diverge significantly from
straight lines it was held to be an adequate approximation.
§ 11. If the marginal utility of cloth could properly be
treated as constant for both America and Germany, if in fact
we could treat it as we treat the marginal utility of money
in problems about the effect of a tax on the output of a single
commodity in domestic trade, the foregoing procedure would
be folly warranted. In the formula for C' developed in § 7,
Ec and Gc would both be infinite, and the formula would
*Cl
reduce to C'=R.^—lrr.   Further, since in these conditions
&l-\xi
elasticity of demand in cloth for linen is obviously equivalent
to elasticity of desire for linen and elasticity of supply of linen
in cloth to elasticity of aversion from surrendering linen, ei
will be identical with. 77 and Gc with e. Hence on this special
assumption the value of C' is R-3-, as the argument of § 10
7?-e
suggests. But closer consideration shows that the marginal
utility of cloth cannot properly be regarded as constant in
this manner for the type of problem with which we are deal-
ing here. This fact destroys the logical basis of the method
Thus, e is not equal to - y , but is related to it by the equation y + e = -1.
The appended results follow immediately.
First, if the value of either y or e lies between 0 and - 1, the value of the
other also must lie between these values, so that both are negative. If either
has a value - J, the other also has this value, so that, in that case, y=e.
Secondly, if either y or e=0, the other = -1. Thus, if the demand for
cloth in terms of linen is represented by a rectangular hyperbola, the supply
of linen' in terms of cloth will be absolutely inelastic. A little reflection on the
significance of the terms employed will show, without any mathematical
technique, that this is necessarily so.
Thirdly, if y is negative and greater than- unity, e must be positive. If
y is only slightly greater than unity, say 1TV, it will be proportionately (dis-
regarding signs) very much greater than e. But, as y becomes a large negative
quantity, e becomes a large positive quantity, approaching numerically to y.
Thus, if y = - 2, e = 1, but, if y = -10, e=9.

